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"An International Planning, Consulting and
Benchmark:ng Firm to the Forest Products Industry

Services Offered:
Benchmarking Studies
Capital Planning Projects
Timber/Fiber Supply and Demand Studies
Feasibility Studies
Expert Witness

Log Procurement and Planning Models




What?

 The value of a given log
type (size, grade, etc.)
expressed in the units of
log measurement, ($/mbf,
$/ton, $/M3)

Where?

e Mill Gate, Landing, On
Stump

Why?

e Guide to price paid for logs
at mill gate or on the stump

e Analysis tool for assessing
various operating scenarios




Return to Log

How?

1. Measure Revenue
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Return to Log

How?
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Return to Log

Log Tests

1. Sort Logs by Grade, Species, DBH, S.E.D., Length




Return to Log

Log Tests

2. Scale Logs (tons, mbf, cubic, etc)
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Return to Log

Log Tests

3. Mill Data
» Lumber Tally
» Mill Residues
» Machine Center Loadings

» Operating Costs




PRODUCT DESCRIPTION
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Mill Residue Production
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Machine Center Loadings

Stem DBH ! ! 14" 16" 18-20"

Timber Type Natural Natural Natural
Head Rig BLOCKSIVIN
(Quad BLOCKSIVIN
Gang PCSBLOCK
Edger PCSBLOCK
Trimmer PCSBLOCK




Breakdown of variable and fixed costs

Period: Jan 1- June 30, 2007

Department
Cost Description Type Forestry Sawmill Kilns Stacker
GAS - TRUCKS & CARS F 5 2752 % 3,086 b
FUEL - FORK LIFTS M § 3161 §F 14245 % 7705 % 1,268 §
QIL - LIFTS ALTO Il 11453 b
HY DRALLIC QIL I
WORKS' COMP PREVEMTION H ! 820 b
INSLURANCE-ALUTOC F 5 530§ o0 % 345
I SURAMCE-WC F 5 B51 § 22038 % 1561 § 1374 §
INSURANCE-GROLUP F 5 2340 F 33000 % 4680 % 480 §
SUPERYISION F b 17006 & 42 72k ]
LABOR H % S06E12 % 335,150 % 2N 568 b 20856 %
CWERTIME LABOR H % 203 F 188035 3§ 11406 & 108683 &
BOMNLUS F b 16,440 § 854 % 480 %
WACATION PAY F b 16014 o] 210 %
HOLIDAY PAY F b 1522 % FE 0%
SlCK PAY F
LEASE F ]
MISCELLARNEOLS F
TIMBER PRODUCT INSFPECTION  Iu
QIL FOR GUAD Tl b 11178
REFPAIRS-TIRES LI b 1508 % 3,720 % 1,454
REPAIRS-LIFTS LI b . LG 0095 JLREEE ]
REPAIRZ/SUPFLIES LI % 0024 % 15195914 & 55,373 ]
HEW AW PLURCHASE Iul o] 20524 ]
REFPAIRS-IKS KNIFE SHARPEM I o] 14 057 ]

Planer
1,200
8,795

457

1,581

8,321
15,000
44 5§25

193 767
82 Gob
b 545
2016
854

1,850

)

102 511
2 8kE
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WEST COAST PINE Y o [ 10 -1 Y [ =3 =
6-7 8-9 10-12 13-16 17-20 21+
SALES REALIZATION
eturn -
Gross $ 40692 § 43307 $ 49725 $ 64564 $ 77549 S 88546
Less: Discount $ (407) % (433)$ (491 % (646) $ (775 % (8.85)
t L Net $ 40285 § 42874 $ 49228 § 63919 $ 76774 S &76.60
O Og EEF'I‘QD‘LICTS
Chips $ 2626 $ 1818 $ 1699 $ 1690 $ 2168 $ 19.62
Shavings $ 476 5 475 $ 473 5 471 % 469 $5 468
Values Sawdust $ 250 $ 195 % 18 S 153 § 141 § 144
Hog Fuel $ 067 $ 069 $ 081 § 09 % 106 5 117
Sub-total $ 3419 § 2556 $ 2440 $§ 2410 $ 2884 § 2691
TOTAL $ 43704 $ 45430 $ 51668 $ 66329 $ 79658 $ 903.51
MANUFACTURING COSTS
Log Yard (SMEM)|$ 2694 $ 2176 $ 2035 $ 1708 $ 1616 $ 16.70
Sawmill $ 10998 $ 8513 $ 7335 $ 5239 $ 4369 $ 4187
Dry Kilns $ 680 $ 707 $ 808 $ 1055 $ 1207 $ 13.11
Planer $ 3143 § 2472 $ 2038 $ 1616 $ 1483 $ 1450
Shipping $ 1872 $ 1537 $ 1378 $ 1095 $ 978 $ 953
Plant General $ 950 § 722 $ 614 $ 421 $ 341 $ 324
TOTAL $ 20337 $ 161.26 $ 14207 $ 11134 $ 9995 $ 9895
GROSS CONVERSION RETURN | $ 23368 § 29304 $ 37461 $ 55195 $ 69663 $ 804.56
Administrative Costs ($/MEM)]$ 1687 $ 1259 $ 1057 % 696 $ 546 $ 514
Log Procurement $ 587 § 438 $ 367 $ 242 % 190 % 179
Depreciation $ 3532 § 2636 $ 2212 $ 1456 $ 1142 $ 10.77
Interest $ 221 % 165 $ 138 $ 091 $ 071 $ 067
Corporate Fees $ 984 § 735 $ 616 $ 406 $ 318 § 300
NET CONVERSION RETURN $ 16356 $ 24071 $ 33071 $ 52304 $ 67395 $ 783.19
Lumber Recovery (MBM/MBF) 1.711 1.663 1.401 1.193 1.071 0.974
Return to Log ($/MBF) $ 279.91 $ 400.20 $ 463.29 $ 62412 $ 721.58 § 762.51
Desired Profit Margin ($/MBF) |$ 8975 $ 9064 $ 8686 $ 9498 $ 10234 $ 10556
Allowable Log Cost $ 19016 $ 309.56 $ 376.43 $ 52914 $ 619.24 $ 656.95
Combined Averages $251.29 $458.24 $637.87




SOUTHERN YELLOW LOG DBH

PINE W0"N 12N N 16°N
SALES REALIZATION ($/mbf)
Retu rn Gross (Lumber) a49.47 447 .49 47776 S06.81
Less: Discount 3.4 i4.23) i4.06) i4.31)

SUBTOTAL  396.07 493.36 473.70 502.50

By Products
O O g Mixed Fuel { $/mbf) 1.04 1.04 1.0% 1.0%

Chips {$/mbf) 47.490 4578 41.44 a6.04
Sawdust ($/mbf) 415 415 415 415

Bark {$imbf) 4.03 4.44 447 3.47
a_ u eS Shavings {$mbf) 8.87 8.87 8.87 8.87

SUBTOTAL {$/mbf) 66.00 64.29 59.73 53.64

NET SALES REALIZATION ($imbf) 462.07 RRT.G5 R33.43 R5G.14
MANUFACTURING COSTS ($/mbf)

Forestry 483 435 4.21 2.80
Sawmill 103.596 101.05 99.20 93.33
Kilns 591 10.145 10.16 10.04
Stacker 1.749 1.63 1.61 1.37
Planer 39.80 37.20 33.43 30.69
Cluality Control n.a2 .51 0.50 0.48
Maintenance 11.01 10.47 10.07 a.a0
Sales & Shipping 3.06 2.91 2.80 244
SUBTOTAL 174.18 168.33 161.98 150.94
GROSS CONV. RET. {($ mbf) 287.89 389.33 37145 405.20
General & Admin 4294 40.445 38.60 3276
NET CONVERSION RET. ($/mbf) 244.95 J48.88 332.85 IT243
Y1ELD
TonsMBF 447 430 435 408
FRETURN TO LOG
$Ton 54.84 81.08 76.54 91.18
DESIRED PROFIT MARGIN {$xon) 448 4 FA 4 60 4 .40

ALLOW. DELIV. LOG COST {$4on) 50.36 76.43 71.94 86.28




Why such a big difference in
Manufacturing cost?

6.5" SED
7.5" LED
12’ length




Why such a big difference in
Manufacturing cost?

10" SED
11" LED
12’ length




Why such a big difference in cost?

Both logs pass through the primary breakdown at the
same speed

The larger log yields almost 3x the lumber

In addition to cost difference, larger diameter logs
generally yield higher value lumber grades




Uses of This Information

* Log Procurement Planning Tool
» Allowable log cost for a stand of timber/log deck
e [dentify best log for a mill
e What if scenario’s

* Objective Valuation of a Tract of Timber

e Transfer pricing




Summary

 RTL a tool for looking at the value of a given log type

« Computer Model based on Revenues, Manufacturing
Cost, & Recovery

 In general, log value increases with log diameter

e Caused by more lumber volume per linear through put
(higher production) and higher value products

e Qur clients have used the models for a number of
purposes




Questions?




